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Around the Round Table.... 


Howaro §S. ELLIs, professor of economics at the University 
of California, is on leave, at the present time, for special re- 

a search work for the government in Washington, D.C. Pro- 
fessor Ellis received his A.B. degree at the State University of Iowa and 
his A.M. and Ph.D. degrees at Harvard University. He also studied at the 
University of Michigan and abroad at the University of Heidelberg and 
for two years at the University of Vienna. Before going to the University 
of California in 1938, he was a member of the department of economics 
at the University of Michigan for a number of years. He has contributed 
articles to various economic journals and is the author of German Mone- 
tary Theory, 1905-33 (1934); Explorations in Economics (with others) 
(1936) ; Exchange Control in Central Europe (1941). 


FRANK D. GRAHAM, professor of economics at Princeton 
University, is a native of Nova Scotia. He received his under- 

& graduate training at Dalhousie University and studied at 
Harvard University for his A.M. and ‘Ph.D. degrees. Professor Graham 
taught at Rutgers University and Dartmouth College and has been at 
Princeton since 1921. From 1931 to 1932, he taught at the Institut des 
Hautes Etudes Internationales in Geneva, Switzerland. He has written 
many articles on agriculture, money and finance, and international trade 
and is the author of Exchange, Prices and Production in Hyper-inflation, 
Germany, 1920-23 (1930); The Abolition of Unemployment (1932); Pro- 
tective Tariffs (1934); Money (with C. H. Seaver) (1936); Banking (with 
Seaver) (1937); and The Golden Avalanche (with D. R. Whittlesey) (1939). 


professor of finance in the School of Business at the Univer- 

sity, did his undergraduate work at the University of Sas- 
katchewan and for his graduate work came to the University of Chicago, 
where he was granted his M.A. and Ph.D. degrees. Under Governor Hor- 
ner he served as supervisor of the Legal and Research Division of the De- 
partment of Finance of the State of Illinois, where he worked especially on 
the sales tax. Mr. Jacoby has had experience in private business as manag- 
er of the research department of the investment banking and counsel firm 
of Lawrence Stern and Company. He served as chairman of the Illinois 
Emergency Relief Commission during 1939 and 1940. Dr. Jacoby has 
written many articles and reports, and he has authored Retail Sales Taxa- 
tion (1938) and Intergovernment Fiscal Relations in Illinois (with Leland 
and others) (1938) and is co-author of Term Lending to Business (1942) 
and Accounts Receivable Financing (1942). 


‘ a NEIL H. JAcosy, secretary of the University of Chicago and 


RECONSTRUCTING 
WORLD MONEY 


Mr. Jacospy: The subject that we are discussing today may 
sound terribly complicated, but I think that it is really rather simple 
if we hew to the line and keep certain landmarks in mind. I hope 
that our listeners will think that it is simple after we are finished. 

It seems to me that it is a terribly important subject. Whether or 
not we wisely reconstruct the world’s monetary system is going to 
mean the difference between jobs and good incomes for millions of 
Americans in future years. It is also undoubtedly true that bad 
money management has been a contributing cause of this war and 
of the great depression that preceded it. 


Mr. GRAHAM: There is no question about the fact that many of 
the difficulties which we experienced in the period between the two 
wars were the result of a lack of cooperation among the countries of 
the world, particularly with regard to foreign exchange and foreign 
monetary matters. 

It would be a great disaster if, in the period following this war, 
we failed to cooperate, as we failed to cooperate in the period fol- 


lowing the last, with other countries. 


Mp. E tts: I am afraid that if we look into the experience just 
before the war, we see that Britain and the United States really did 
fail to cooperate. The devaluation of the pound and of the dollar 
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were carried through without consultation and without too much 


regard to what happened to the other countries. 


Mr. Jacosy: As I read the history of the period between the 
wars, it was the story of a sick world. The symptoms of the sick- 
ness were a steadily shrinking volume of trade and an equally 
steadily shrinking volume of foreign investment. What was it that 
the nations did wrong? Let us look at the historical record. Ellis, 
you have written and thought a good deal about this problem. 
What do you say? 


Mr. E tis: I suppose that it would be natural to begin with the 
time when Britain went off the gold standard in 1931. People used 
to say that ‘Britannia rules the waves,” but in that particular case 
she waived the rules and went off onto a paper standard. The pound 
was cheaper on world markets, and this, so to speak, put some other 
countries on the spot. Among these was Germany. German au- 
thorities were quite uncertain as to whether to follow the British 
example or to keep the mark at its level. They chose the latter 
course and kept the mark at an artificial value. Then, they found 
that they did not have the means of buying foreign goods. 


Mr. GRAHAM: It seems to me that to start with the devaluation 
of the pound makes it seem as though the British were responsible 
for most of the difficulties. No doubt, Ellis, you had to start some- 
where, but I would say that it would be better to go back to the 
period of the twenties, because the British did not voluntarily 
abandon the gold standard. They could no longer maintain it, be- 
cause they had no gold. 


The University of Chicago RouND TABLE. Published weekly. 10 cents a copy; full- 
year subscription, 52 issues, two dollars. Published by the University of Chicago, 
Chicago, Illinois. Entered as second-class matter January 3, 1939, at the post office 
at Chicago, Illinois, under the Act of March 3, 1879. 
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Mr. Ettis: That is perfectly true, but some of the troubles are 
undoubtedly ascribable to the fact that, when Britain returned to 
the gold standard after the first World War, she gave too many 
hostages to posterity by adhering to the old gold-standard idea and 
returning to the pre-war par. The pound was then too dear over 
the world. This made all the British goods too dear, and Britain 
began to lose some of its most important markets, including tex- 
tiles and coal. 


Mr. Jacosy: When Britain went off the gold standard, pounds 
became cheaper in terms of dollars. The result was a stimulus to 
British exports, because it meant that they cost Americans, and 
other countries, less than before. Didn’t we, in 1933, take steps to, 


make our exports cheaper also? 


Mr. Grauam: Of course, we did the same thing. Going off the 
gold standard almost inevitably means that that country’s cur- 
rency becomes worth less in gold than it did before. We did that in 
1933, just as the British had done it in 1931. When the British went 
off in 1931, they made their exports cheaper to foreign countries, 
which made it more difficult for our exporters to sell abroad than 
it had been before. 

When we went off in 1933, we put the shoe on the other foot. 
Then the British were in a situation where they did not know whether 
or not to devalue again to meet our devaluation. In one way they 
would have gotten into a position where they could compete with us; 
in the other, they would have embarrassed the French, who were 
trying to maintain the gold standard and who were hurt both by 
the British devaluation and by ours." 

1“. . Before 1914 for about a century, stability of exchange rates prevailed 
most of the time for most of the world. This was only to a minor extent the re- 


sult of international agreement. It was, for the most part, an incidental, though 
generally welcomed, by-product of the adherence of most countries, primarily for 
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Mr. EL ts: Just where does that sort of thing stop if one country 
begins to cut exchange rates and the other cuts to meet it? What 
would you think was the logical conclusion of that sort of device? 


Mr. Jacosy: It seems to me that we could look at Europe under 
Hitler as one of the logical conclusions, because in the very year 
that we went to a fifty-nine-cent dollar, Mr. Hitler came into power 
in Europe. Under his direction Germany started to institute con- 
trols over trade and systems of balancing her accounts with each 
country as an individual instead of trading with all of them freely. 


Mr. GRAHAM: That is one of the logical results, but it is not the 
direct logical result. The direct logical result of cutting the value of 
the currency is to cut it until it has no value at all, or practically no 
value, which means that you go in for inflation. Germany had had 
plenty of experience with inflation, and that is the reason it did not 
take that particular solution in this instance. 

Instead of competing in cutting the value of currency, the Ger- 
mans decided to hold the value of their currency high. That, how- 
ever, forced them to put in all kinds of restrictions on international 
trade. It made it impossible for ordinary sellers to sell to Germany, 


internal reasons, to the gold standard or some other closely related form of metal- 
lic monetary standard. The First World War, and especially the economic disturb- 
ances which were its immediate aftermath, put an end to this monetary golden 
Agee The gold standard of the 1920’s was a fragile thing, without vitality and 
internal strength. It maintained a precarious existence largely by the infusions of 
dollar credits by gullible—and gulled—American investors, individual and insti- 
tutional. Its weakness became apparent with the sudden cessation of American 
exports of capital in 1929, and its collapse began almost immediately after the first 
onslaught of the great depression. England, and with it the whole ‘sterling area,’ 
abandoned it in violent manner in 1931. The United States abandoned it in even 
more violent manner in 1933..... The gold standard was largely replaced after 
1931 by more or less regulated exchanges, by exchange controls, and by resort to 
bilateral trading on lines approaching closely to primitive barter on a country- 
to-country scale... .’’ (Jacob Viner, “Two Plans for International Monetary 
Stabilization,” Yale Review, autumn, 1943). 
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and it made it difficult for Germany to buy abroad. From one re- 
striction they went on to another, until they ended up in totali- 
tarianism. 


Mr. ELtts: That is just it. One of the consequences of the high 
price of the mark was the thoroughgoing state control of trade. 


Mr. Jacosy: I wonder whether we are not laying a little too 
much emphasis upon money matters and overlooking some im- 
portant trade developments that occurred. All through the 1920’s, 
after the last war ended, the United States was following a policy of 
raising tariffs and making it more difficult for other countries to sell 
goods here and, thereby, to get dollars. There was a scarcity and a 
shortage of dollars all over the world. Weren’t some of the actions of 
foreign countries that we have discussed the product of a lack of 
dollars? 


Mr. Exxis: Undoubtedly that was an underlying difficulty all 
through the twenties and early thirties. But I would certainly like 
to add that the most acute phases of currency control and trade 
restrictionism came about as a consequence of the rapid with- 
drawal of English and American credits in Europe following the 
1929 downturn. This is really what precipitated the crisis of 1931 
and led to all the restrictionary devices. 


Mr. Jacosy: Yes, that is certainly true. What I was thinking of, 
however, was that for quite a while during the 1920’s we refused to 
take foreign goods, with a resulting dollar shortage. However, we 
made dollars available through foreign loans, a large part of which, 
as we know, unfortunately, were never repaid. Then, along about 
1930, we stopped making dollar loans so that the dollar shortage 
became so acute as to account for some of the difficulties in Central 
Europe that caused the withdrawal of gold from London and led to 
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the English abandonment of the former pound value to which you 


referred. 


Mr. Eis: I think that that also gives us a cue to future policy. 
If we intend to make heavy sales abroad of our goods, we have to 
admit foreign goods or else lend the proceeds of our sales. 


Mr: GraHam: That whole business was, was it not, an evidence 
of the lack of ordered international relations? We were storing up 
an inherently unsound structure by lending to foreign countries far 
more than they were able to pay back. When we discovered that we 
were in a position in which we had a whole lot of loans that were no 
good, we suddenly cut off the lending, and the whole structure col- 
lapsed. This was certain to happen in face of the fact that we had 
been doing the wrong thing for years. 


Mr. Jacosy: Precisely. We must conclude, it seems to me, that 
these international money disorders were a symptom of bad trade 
policy. In considering this subject of reconstructing the world’s 
money, therefore, we have to recognize the fact that a revision of 
our isolationist trade policy will be necessary if any international 
monetary arrangement is to work. 


Mr. Extis: I certainly agree. The monetary mechanism is an 
absolutely indispensable tool, but it has to.be founded upon a free 
exchange of goods. 


Mr. Jacosy: A little earlier, Graham, you broached the view- 
point that bad money arrangements were a cause of the war. Just 
what did you have in mind there? How did they contribute to it? 


Mr. Granam: The result of bad monetary arrangements—or 
perhaps one should say the cause, for there was interaction there, and 
one does not know which came first, the chicken or the egg—was 
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war. The fact is that various countries were trying, by means of 
monetary manipulation, to thrust the burden of employment upon 
their neighbors. It was a “‘beggar-my-neighbor”’ policy. One country 
lowered the exchange value of its currency and thus stimulated its 
export trade. But that hurt the export trade of other countries. 
So another country would retaliate, and the first country would 
then be as badly off as it had been in the first place. It would then 
lower the value of its currency once more, and so the thing went on 
—each country injuring the other and building up hostility in the 
bargain, until eventually the hostility culminated in war. 


Mr. Jacosy: Perhaps the logical conclusion of that development 
was reached in German exchange relationships with her neighbors 
in Central Europe before the war. Ellis, you are quite familiar with 


them. Could you describe that situation briefly? 


Mr. Et.is: The German system rested basically upon a clearing 
device, so called. That is, it was a system by which the necessity is 
imposed upon any trading partner that you have to take payment 
for anything it sells to you by goods that it buys within your own 
borders. Germany did not pay money but simply set up an account 
which enabled foreigners to take just German goods. 


Mr. Jacosy: It was like trading with tokens, wasn’t it? The 


2. . There is at least one monetary principle, however, on which almost 
all persons who believe in international economic collaboration would agree. 
Exchange rates are properly matters of international concern. They.should not 
be manipulated unilaterally by particular countries regardless of their conse- 
quences for other countries. Above all, they should not be used either as weapons 
of economic aggression or as beggar-my-neighbor instruments of economic de- 
fense. Alfred Marshall, the great English economist, writing in 1887 at the hey- 
day of Victorian utopianism with reference to such matters, forecast that ‘the 
time will come at which it will be thought as unreasonable for any country to 
regulate its currency without reference to other countries as it will be to have 
signalling codes at sea which took no account of the signalling codes at sea of 
other countries.’ That time has not yet come... .”’ (zbid.). 


7 


seller gets a token from the buyer that is good only in trade from the 
buyer. He cannot use it to buy from other countries. 


Mr. GraHAm: May I break in to say that that means that, in 
international affairs, the debtor has the whip hand. In international 
affairs there is, at least so far, no police force. Therefore, the creditor 
cannot enforce his claims. When the creditor cannot enforce his 
claims, the debtor can do almost anything he pleases. 

Germany went deeply into debt to the rest of the world and 
never paid its debt. It was thereby enabled to secure a large part of 
the armaments with which it attacked other countries by going 
into debt to those countries for those armaments. In other words, 
those countries supplied Germany with the weapons with which 
they were attacked. That seems to me to be a case of extreme dis- 
order not only in international finance but in the mentality of the 


creditor countries. 


Mr. Jacosy: Doesn’t it also lead to the possibility of a large 
country’s using trade as a power-politics device? For instance, 
Germany bought a lot of wheat from Rumania, and Rumania either 
had to remain satisfied without payment or else had the option of 
taking some mouth organs and aspirin tablets, which were the 
goods—the only goods—that Germany was willing to give the 


Rumanians in exchange. 


Mr. GRAHAM: Yes, they gave them the aspirin tablets, no doubt, 
to cure the headaches the Rumanians got from the trade. 


Mr. Jacosy: I would like to attempt, then, to summarize briefly 
what seem to be the proper objectives of an international monetary 
system, which we can see arising out of this sad story of the inter- 
war period. 

It seems to me that there are four objectives for which we ought 
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to aim. One is a system of orderly exchange rates in order to lessen 
the risks of trade and to promote a flow of investment. In the sec- 
ond place, we must have a system that does not permit of bilateral- 
ism or trading for tokens, because that distorts the natural course 
of trade and permits the use of power politics by strong nations. 
In the third place, our system of international money relations 
should promote a free flow of foreign investment. Why? In order to 
raise the standard of living of the borrowing country, which can get 
capital and make its labor more productive, and, at the same time, to 
increase the income of the lending country, which will be able to 
employ its surplus funds at higher interest rates. Finally, and I 
think you will agree with this, Ellis, we ought to strike for a system 
that is free of exchange controls and that leaves the foreign trader 
and investor as free to do business without governmental re- 
striction as the trader within any one country is able to do it. 


Mr. Extis: A system of exchange control inevitably means that 
the state determines what is exported and what is imported, and 
when and who shall do this. This, then, spells a thorough imposition 
of bureaucracy upon trade. 


Mr. Jacosy: If we want, then, a high degree of individual enter- 
prise in international trade, as we seek it in our own country, let 
us turn to the next main area of our discussion, which is the means 
and the methods whereby we can achieve this stable system of in- 
ternational trade and finance. 

Perhaps one of the first questions that comes up here—one which 
many people will be asking—is why we should not go back to the 
international gold standard that prevailed before World War I. 
What would you say to that? 


Mr. Granam: The real answer to why we should not go back to 
the international gold standard is that the international gold stand- 
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ard broke down because countries were not willing to abide by it. 
That is shown by the fact that they tried to manage the gold stand- 
ard. As soon as the gold standard is managed, it ceases to be the 
gold standard, because the essence of the gold standard is that ad- 
justments are made automatically and not by management. When 
countries started to manage the gold standard, that meant that 
every country that stayed on the gold standard was at the mercy 
of the country which had the largest amount of gold, because that - 
country could manage the standard to suit itself. That meant that, 
as we acquired the largest part of the gold, most countries were 
subordinated in their monetary policy to what the United States 
did. I do not think that they will submit to that in the future. 


Mr. Ettis: Do you mean to imply that the action of the United 
States in not expanding credit to the full upon the gold that we got 
in the twenties was a mistaken policy? This involves some manage- 
ment, but it seems to me that this was about the only thing that 
we could have done. 


Mr. Granam: No, I do not say that it was a mistaken policy. 
I said that it was a policy that made it impossible to operate the 
gold standard. It is just because there is every need for such a policy 
that it becomes impossible to adopt an automatic gold standard. 
The countries will not stand for the adjustments which an auto- 
matic gold standard brings about. 


Mr. Extis: In other words, you draw the conclusion that an in- 
ternational monetary system inevitably involves some management 
or setting-up some rules that everybody agrees to adhere to? 


Mr. Granam: I think that it must have some management if 
it is going to be successful. 


Mr. Jacosy: I would like to put the question in this way. Con- 
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ceding that the gold standard, as it worked more or less automatical- 
ly before the first World War, will probably not be a feasible device 
after this war, why could we not use our present gold in international 
money affairs with an element of management that it did not have 
before? It seems to me that there is going to be a great deal of pres- 
sure to put our huge twenty-two-billion-dollar gold pile to use in 
money matters, just as there will be pressure on the part of other 
nations that hold about thirteen billion dollars worth of gold, to 
put it to use. 


Mr. GraHAm: Undoubtedly there should be some use of gold. 
Not only do we hold an enormous stock of gold, in whose value we 
have a very considerable interest, but the British Empire is the 
largest producer of gold in the world, and Russia is also a very large 
producer. So that the important Allies are all interested on one side 
or the other in the preservation of the value of gold. 


Mr. Jacosy: I was very interested to notice that one of the lead- 
ing Russian economists, apparently speaking officially for the 
government of Russia, said recently that Russia desired to trade 
with other nations that had gold-based currencies. 


Mr. Extis: I have no doubt that the use of gold as an interna- 
tional settling medium will continue—and continue as a successful 
device. However, I think that it ought to be made clear that this is 
not very likely to use the gold that is in Fort Knox. The United 
States has a more or less persistent favorable balance of trade, and 
we are not very likely to lose very much of it. 


Mr. Jacosy: Unless we make the long-term gold loans. 
Mr. Ettis: We could make some loans that would help redis- 


3In 1942 the United States government had $22,726,000,000 gold reserves 
(at par of exchange); Great Britain, $1,000,000; France, $2,000,000,000. 
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tribute the gold, and I think that certainly one of the most necessary 
complements to an international money scheme would be long- 
term loans. 


Mr. Jacosy: I think that we have agreed that, however we use 
the gold and whether or not we use it all as a money base, neverthe- 
less, we are going to require some management that we did not have 
before. That raises the question whether some kind of international 
organization is necessary or desirable here. Ellis, you’ve made some 
analyses of the two plans—the British and the American plans—for 
international money collaboration. Could you state their essence? 


Mr. Ettts: I am happy to say that I think that the similarities 
are more important than the differences. Both the plans would pro- 
pose, in the first place, to make available a fund of revolving credit 
in order to tide over temporary inequalities of trade, so that a 
country—a weak-currency country, particularly—is not forced 
into an embarrassing position simply by some passing difficulty. 
Therefore, I think that one of the most important things is the 
credit these plans establish.‘ 


Mr. Jacosy: Both plans, too, do they not, involve some sur- 
render of sovereignty or control over one’s own domestic money on 
the part of each country? 


4“... The plans have in common the pursuit of at least the four following 
objectives: (a) control by an international agency over the levels of exchange 
rates of national currencies; (6) provision by this agency of an effective system 
of multilateral clearings; (c) regulatory power or admonitory power of this 
agency with respect to monetary and other procedures followed by particular 
countries which are such as to disturb or threaten international economic equilib- 
rium; (d) augmentation of and a better distribution of the world’s supply of 
liquid means of international payment. All these objectives are desirable and 
important. The most significant differences between the plans are in the extent 
of the grant of power and financial means and in the types of procedures for 
promoting these objectives which they propose .. . .”” (Viner, op. cit.). 
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Mr. E1.is: Yes in two respects. The countries party to the 
agreement will undertake not to make one-sided rate-of-exchange 
alterations without consulting the other people in the other coun- 
tries in the arrangement through some central organ. 


Mr. GRAHAM: Really all that any country agrees to do in that 
matter is to refrain from disturbing action on condition that other 
countries will refrain likewise. That does not seem to me to be any 
real dropping of sovereignty or any alleviation of the necessity, 
that we all know, of acting in orderly fashion if we are going to 
prevent conflict. 


Mr. Jacosy: I would agree, Graham, that it is not going to do it 
any more than the fact that any state coming into the Federal 
Union of this country agrees not to put up tariffs against its neigh- 
bors, in return for like action on the part of the other states. 


Mr. E tis: It is an intelligent, self-denying ordinance. Besides 
the matter of the exchange rates, the participating countries would 
abstain from cutthroat devices such as discriminating exchange 
controls, the use of discriminating prices, and the token money 
that is involved in clearings. 


Mr. JAcosy: These two plans for reconstructing the world’s 
money are not, however, the only types of international organiza- 
tion that might be used. 


5‘... Bothplans stress the multilateral clearing function of the new agency, 
and it is a major purpose of both plans to get rid of the bilateral exchange con- 
trols which spread over the world of the 1930’s.... . The real contribution which 
adoption of either of the plans would make to the restoration of multilateralism 
in international clearing procedures would be: by promoting exchange stability 
and expectations of its indefinite continuance; by requiring or persuading coun- 
tries to abandon bilateralistic policies as fully and as quickly as possible; and by 
providing for member countries assured credit facilities, on attractive terms, for 
the temporary acquisition when they have need for them of means of making 
external payments... .” (zbid.). 
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WHAT ARE THE KEYNE 


THE WHITE-MORGENTHAU PLAN 


1. An international stabilization fund—the United an 
Associated Nations Fund—will be established in which all, 
United Nations and those associated with them in the war 
will participate and which will be managed by a board o 
governors with a director from each member country 
with a specified number of votes. The Fund will consis 
of at least $5 billion, consisting of currencies and securitie 
of member countries and of gold. | 


2. A new international monetary unit—unitas—the 
value of which is permanently fixed to gold, will serve a 
the accounting unit in terms of which the value of the cur 
rency of each member country will be fixed. | 


3. Members agree that all local currency holdings shal! 
be free from any restrictions of use, and the country agree: 
to carry out recommended measures designated to cor- 
rect the disequilibrium in the country’s balance of pay- 
| 


ments. 


4. The Fund may buy, sell, and hold currencies, gold,, 
and government securities to effect the building up off 
debits and credits in unitas, which are analogous to loans 
and deposits. The Fund may issue its own obligations 
and discount or sell them to member countries. The Fund! 
may sell currency to meet adverse balance of payments) 
and sell, under certain conditions, foreign exchange to 
facilitate the transfer of capital and to adjust foreign 


debts. | 


5. The Fund shall deal only with member governments 
and not intrude upon the customary channels of inter-' 
national trade and finance. A country may withdraw with 
a year’s notice or may be suspended upon certain failures. 


6. Special provisions are made for settling abnormal 
war balances over a twenty-year period and for making 
certain other basic changes to remove monetary instability. 
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ND WHITE PROPOSALS? 


THE KEYNES PLAN 


1. All United Nations will be invited to join an inter- 
national institution—IJnternational Clearing Union—and 
other countries may join under special conditions. This 
Clearing Union will operate without capital of its own, 
will establish overdraft facilities for member countries, 
and will settle balances between countries by debiting one 
and crediting the other, the extent of these transactions 
being regulated by quotas. A Board of Governors is estab- 
lished with provisions for representation and voting accord- 
ing to the ‘‘quota”’ of each state. The “‘quota”’ of each mem- 
ber shall determine its responsibility which will be meas- 
ured chiefly by the amount of its foreign trade. 


2. A new international monetary unit—bancor—the 
value of which is not definitely, but may be, tied to gold, 
will serve as the accounting unit in terms of which the 
value of the currency of each country is to be fixed. Con- 
trolled changes in this value may be made later if condi- 
tions so necessitate. 


3. No domestic trade and monetary control is desig- 
nated except in relation to excess debit and credit balances, 
and the Credit Union may make recommendations regard- 
ing domestic monetary policies. 


4. The Clearing Union shall have the power to set up 
machinery for extending credits and clearing balances in 
bancor to compensate short-term fluctuations in members’ 
international accounts and thus maintain stability of the 
value of their currencies in relation to one another. 


5. The Plan provides for universal establishment of 
control of capital movements not regarded as essential to 
che Clearing Union. 


6. Members may withdraw on a year’s notice, subject 
(0 making satisfactory arrangements to discharge debit 
yalances. 
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Might we not approach the matter by recognizing that the 
United States and the British Empire together do about 60 per 
cent of the world’s international business and that the critical thing 
is to try to get a stable rate of exchange of the pound and the dol- 
lar—that is, that the pound shall always be equal to a certain num- 
ber of dollars. If we could get these two key countries to agree upon 
a rate, they would automatically bring along with them, into a 
stable exchange system, a lot of the smaller countries that formerly 
stayed within the sterling bloc or in the dollar bloc. 


Mr. Granam: There is no question about the fact that if the 
British and the Americans can reach an agreement, a great number 
of countries will automatically come into the scheme. Practically 
all countries, in fact, will more or less inevitably be drawn into that 
scheme eventually, providing that the United States and Britain 
maintain their share of international trade. 

I think that there is no doubt about the fact, either, that col- 
laboration in such a scheme is to the interest of both the United 
States and Great Britain. 

But also there are some possibilities of disagreement. One is the 
fact that Britain is a country in which international trade is very 
much more important to the whole economy than it is to the 
economy of the United States. The British, therefore, are going to 
be much more keen about retaining the right to change their ex- 
change rate in order to make any adjustments that are necessary to 
their economy than we were, or than we would be. 


Mr. Ertis: However, if the British are interested in securing 
loans from us or in having us lend to markets where they can then 
sell their goods, and if stable exchanges are essential to a very large 
program of lending, then the British will also have some stake in 
relatively well-ordered exchanges, will they not? 
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Mr. Jacosy: As the two biggest producing and trading groups 
in the world, the United States and the British Empire have the 
very important common interest in a high level of foreign invest- 
ment and foreign trade. That brings me to the observation that 
perhaps even more important than any machinery of international 
collaboration is a set of domestic policies that will do certain things. 
In the first place, it should keep prices within Great Britain and 
within the United States comparatively stable over a time—specifi- 
cally, prevent inflation during the war and deflation after it. In the 
second place, we should encourage a very high volume of employ- 
ment and investment. 


Mr. E.tis: Undoubtedly the matters of high levels of domestic 
employment and a large volume of international trade are in- 
terdependent, for one conditions the other. You have to make an 
attack at some point, but not forgetting the other. Undoubtedly 
the international phase that is most easy to attack at the beginning 
is the international money proposal. 


Mr. Jacosy: Time draws short, and, I think, perhaps each of 
us might like to end with a little note of advice to our listeners, 
who I hope, by now, think that this is now quite a simple subject. 
What is your advice? 


Mr. GRrAHAm: I am afraid that our listeners may think that the 
broadcasters are simpler than the subject, but it seems to me that 
one thing that we should avoid is undue suspicion of the foreigner. 
After all, this is a matter that requires international cooperation, 
and we cannot cooperate on the basis of suspecting that everything 
that the foreigner does is done with the idea of getting ahead of us 
in particular. We should, therefore, be ready to discuss these mat- 
ters. We cannot go on the basis simply of what we had in the past. 
We must try to discuss them without undue suspicion of one another. 
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Mr. E tis: I should like to emphasize that laying some solid 
foundations in the economic sphere is one of the prime requisites of 
the future peace of the world. Both the United States and England 
have vastly more to gain by cooperation than they have by any 
petty jealousies. 


Mr. Jacosy: I would like to say that we should not raise too 
high hopes in our minds that some clever international organization 
is going to solve the problem of high levels of foreign trade and of 
foreign investment. It is only with wise taxation and government 
spending policies here in the United States and in Great Britain 
that we will achieve stable exchanges, because, after all, the rate of 
exchange is produced by the changes in the price levels of the two 
countries that are doing the trading. If we do have a wise set of 
policies, we stand a great chance of wise reconstruction. 


sai 
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What Do You Think? 


1. Why is satisfactory international monetary stabilization so im- 
portant? Review the history of international monetary disturb- 
ances since the first World War in discussing this question. 


2. Do you think that America will be better able to solve the prob- 
lems of postwar economic adjustment acting alone or in concert 
with Great Britain and other United Nations? Do you agree with 
Mr. Graham that international currency stabilization is a matter 
which requires cooperation? Will undue suspicion of ‘the for- 
eigner”’ be a stumbling block toward joint action? How can this 
be avoided? 


3. Discuss monetary policies in relation to the causes of World 
War II. What is meant by the saying, “‘The debtor has the whip 
hand”? Explain. How was the breakdown of international mone- 
tary balances tied up with the other forces of international eco- 


nomic chaos before the war? 


4. What are the differences in the economic situations of Britain 
and America? What is the full meaning of the statement that the 
United States will come out of this war a creditor nation? 


5. Do you agree with the speakers that the gold standard, as it ex- 
isted before the first World War, cannot serve the present state 
of economic organization? Why has this standard broken down? 


6. What program of international monetary stabilization do you 
think should be adopted? The White Plan? The Keynes Plan? 


Some other stabilization proposal? 


7. J. H. Williams, in analyzing public opinion, says that there is a 
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sharp cleavage of views between Americans and Britains in re- 
gard to monetary stabilization. Do you think that such a differ- 
ence can be reconciled and joint action on a large scale be taken 
after the war? Or do you think that more gradual steps than 
either the White or the Keynes plans are necessary? 


. What should be the objectives of postwar monetary stabiliza- 
tion? How would a stable world monetary system help solve 
other economic and trade problems? What other steps will be 
needed, assuming that a monetary stabilization organization is 
created among nations, to insure international economic stabil- 
ity? What is the relation of the domestic economy to the inter- 
national? 
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The People Say.... 


The following letters are representative of the views expressed by the 
Rounp TaBLe audience on “Is It True about the Bureaucrat?” 


broadcast March 19, 1944. 


Today’s Was Tops 


Today’s program on the subject of 
“Bureaucrats,” which I heard over the 
National Broadcasting Company net- 
work, was a very splendid discussion. 
I have enjoyed many of your RounpD 
TaBLE broadcast discussions in the 
past, but today’s was tops. I want to 
have a printed copy for further study. 
—A listener from Arlington, Massa- 
chusetts. 

* 


Burning Issues Passed By 


What a punk debate today! You 
carefully passed by the real, burning 
issue—the bureaus (alphabetical) 
created by executive order. Instead 
you gave an academic discussion of 
bureaus in general. Of course, there 
must be some bureaus, and personnel 
should be good. But why avoid this 
new form of government bureaus by 
executive order?—A listener from New 
York, New York. 


* 
No Real Merit System 


With reference to your radio dis- 
cussion this afternoon, I would like to 
point out certain facts which seem to 
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me to have been overlooked con- 
stantly. First of all, decentralization of 
the Civil Service system—“‘as near to 
the local governments as possible,” as 
one of your men put it—would mean 
control of the Civil Service by the 
most corrupt political machines which 
dominate nearly all our municipal gov- 
ernments and many of the state gov- 
ernments throughout the country. 
This would mean an even worse sys- 
tem than we now-have. The trouble 
with it, at the present time, is that 
there is no real merit system in the 
Service. No one is appointed on the 
basis of merit! All appointments are 
made by the heads of bureaus, and 
they appoint people on the basis of 
personal likes and dislikes. There are 
ways of getting around the law, and 
this is what is done regularly... .. 

A listener from Atlanta, Georgia. 


* 
RounpD TABLE Is O.K. 


I enjoyed today’s program very 
much. I believe that the Rounp 
TABLE is O.K. Unless the citizens be- 
come informed and assume their re- 
sponsibilities pertaining to citizenship 
in a democracy, they will find that 
they might as well go back a couple of 


centuries and find themselves a king. 
Your program is helping to keep the 
public informed—A listener from 
Devil’s Lake, North Dakota. 


* 


What about the Judiciary? 


- Why was the judiciary branch of 
the government omitted in today’s 
debate? Is not this department pre- 
sumed to interpret the laws of the 


legislative branch for the benefit of the 
administration and the welfare of the 
general public? .... If the appointed 
officials would endeavor to govern by 
laws properly and fairly interpreted, 
instead of creating the impression that 
they are inspired by some divine power 
which entitles them to immunity from 
criticism, perhaps then the result 
would be more satisfactory to the 
average citizen.—A listener from New 
York, New York. 


aa 
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